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SUBJECT: SYRIAN GOVT POLICY REJECTING FOREIGN EXCHANGE LOANS 
FROM INTERNATIONAL BANKS 

REF: DAMASCUS 5381 (NOTAL) 

1 . DEPUTY GOVERNOR CENTRAL BANK AQQAD INFORMED ECONOFF THAT 
SYRIAN GOVT WILL NOT RPT NOT ACCEPT GENERAL PURPOSE FOREIGN 
EXCHANGE LOANS PRESENTLY BEING OFFERED BY INTERNATIONAL BANKING 
COMMUNITY DESPITE RELATIVELY ATTRACTIVE TERMS. SYRIAN GOVT 

HAS RECEIVED NUMEROUS OFFERS VARYING UP TO FOUR HUNDRED MILLION 
DOLLARS AT GOOD RATES AND HAS REJECTED THEM ALL. GOVT IS 
PREPARED TO CONSIDER ONLY LOANS ADVANCED AGAINST SPECIFIC 
PROJECTS WHOSE INTERNAL RATE OF RETURN WOULD JUSTIFY THE 
LAON TERMS. 

2. AQQAD EXPLAINED THAT THE GOVERNMENT IS OPPOSED TO LARGE 
SCALE LOANS FROM WESTERN BANKS LARGELY BECAUSE OF (A) IDEO- 
LOGICAL GROUNDS AND (B) THE BELIEF THAT SUCH LOANS WOULD HAVE 
AD ADVERSE EFFECT ON SYRIA'S REPUTATION. AQQAD ADDED 
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THAT THE TECHNICIANS IN THE GOVT ALSO OPPOSE ACCEPTING 
ANY UNTIED FOREIGN EXCHANGE LOANS BECAUSE OF DIFFICULTIES 
IN IMPOSING FINANCIAL DISCIPLINE ON GOVT AGENCIES. ONCE 
THEY BECOME AWARE OF ANY IMPROVEMENT IN SYRIA’S FOREIGN 
EXCHANGE POSITION THEY ARE CERTAIN TO INSIST ON SPENDING 
TO THE HILT. (PLEASE HOLD AQQAD'S EXPLANATION CLOSELY.) 
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3. COMMENT: THE US AND EUROPE APPEAR TO BE FULL OF 
BANKERS WITH MONEY BURNING HOLES IN THEIR POCKET. IT IS 
PROBABLY A FACT THAT BANKS WOULD BE RELUCTANT TO MAKE 
NUMEROUS SMALL LOANS TIED TO PROJECTS RATHER THAN ONE 
BIG LOAN TO THE STATE BECAUSE OF THE ADMINISTRATIVE COSTS 
ASSOCIATED WITH SMALLER LOANS. 

MRUPHY 
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